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The  Equihbrium  in  Industry 


By  George  E.  Roberts 

Vice-President  of  The  National  City  Bank  of  New  York 


The  several  economic  societies  of  this  country  which  are  accus- 
tomed to  hold  their  annual  meetings  in  the  last  week  of  the  year 
are  meeting  this  year  amid  the  stress  of  an  economic  situation  the 
like  of  which  has  not  been  known  heretofore.  Never  since  indus- 
trial society  has  reached  a  high  state  of  development,  or  since  popu- 
lation was  anywhere  near  what  it  is  now,  has  there  been  such  a 
state  of  disorganization  and  prostration,  or  of  such  widespread  dis- 
tress. 

This  situation  is  due  primarily  to  the  great  war  and  the  interrup- 
tion of  industry  and  international  relations  due  to  the  war.  The 
far-reaching  intricate,  specialized  system  of  industry  and  exchange 
which  had  made  the  whole  world  interdependent  was  broken  down ; 
industry  was  devoted  largely  to  war  purposes,  and  to  a  great  ex- 
tent the  governments  dominated  and  directed  industry  and  trade. 
When  the  war  had  ended  and  it  was  necessary  to  re-constitute  the 
old  organization,  social  and  industrial  conditions  were  so  chaotic 
that  a  speedy  restoration  of  normal  conditions  was  impossible.  The 
organization  which  had  slowly  developed  by  the  processes  of  evolu- 
tion, and  which  was  mutually  dependent  and  supporting,  could  not 
be  set  up  again  over  night. 

CONDITIONS  IN  EUROPE 

The  Russian  revolution  and  the  disorders  which  followed  had  iso- 
lated a  great  region  which  on  the  one  hand  had  supplied  food  and 
raw  materials  to  Western  Europe  and  on  the  other  hand  had  fur- 
nished a  market  for  the  latter 's  manufactures.  The  continuance  of 
warfare  on  the  western  borders  of  Russia,  and  in  other  scattered 
localities,  the  unsettled  conditions  of  the  peace  and  the  confusion 
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incidental  to  the  new  territorial  divisions  of  Eastern  Europe  and 
the  setting  up  of  the  new  states,  added  to  the  general  demoraliza- 
tion already  caused  by  the  war.  The  state  of  Eastern  and  Central 
Europe  has  retarded  the  recovery  of  Western  Europe  and  its  bale- 
ful influence  has  extended  to  our  own  and  all  other  lands.  It  is  im- 
possible for  any  part  of  the  world  to  enjoy  normal  and  permanently 
prosperous  conditions  while  Europe,  with  its  great  population  and 
which  has  been  the  center  of  the  world's  activities,  is  in  a  state  of 
paralysis  and  disorder. 

This  state  of  helplessness  and  misery  has  afforded  an  opportunity 
to  all  the  enemies  of  the  existing  order  of  society.  They  have  been 
quick  to  take  advantage  of  it,  and  to  promote  and  aggravate  the 
disorder  by  every  means  at  their  command.  All  of  these  ills,  they 
say  having  taken  place  under  the  so-called  capitalistic  system,  the 
regime  of  privately-controlled  industry,  this  system  is  responsible 
for  them,  and  condemned  by  the  fact.  A  system  of  social  organiza- 
tion which  permits  war,  poverty,  want,  unemployment,  crime  and 
all  the  ills  from  which  the  world  is  now  suffering  so  deeply,  is  pro- 
nounced plainly  incompetent,  and  therefore,  according  to  the  argu- 
ment, should  be  overturned  and  discarded  without  regard  to  what 
may  take  its  place. 

FLUCTUATIONS  IN  INDUSTRY 

It  must  be  admitted  that  the  existing  industrial  system  exhibits 
its  chief  weakness  in  the  fluctuations  of  industrial  activity,  the 
instability  of  balanced  prosperity,  as  seen  in  the  alternating  periods 
of  expansion  and  reaction.  It  is  always  a  matter  of  grave  concern 
that  industry  should  be  halted  and  thousands  of  workers  thrown 
out  of  employment,  not  only  on  account  of  the  individual  suffer- 
ing which  results  but  because  it  signifies  an  interruption  of  orderly 
industrial  and  social  progress.  Even  when  it  is  recognized  that  these 
reactions  are  natural  correctives  of  conditions  developed  in  periods 
of  over-expansion,  it  remains  true  that  the  extreme  fluctuations 
are  undesirable. 

There  are  two  fundamental  considerations  which  must  be  taken 
into  account  in  finding  an  explanation  of  the  instability  of  business 
conditions.  One  of  them  is  the  highly-organized  state  of  industry 
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and  the  condition  of  interdependence  which  results  from  it,  and 
the  other  is  the  freedom  of  individual  action  which  exists  in  modern 
society. 

The  primitive  man  did  everything  for  himself,  and  enjoyed  the 
maximum  degree  of  independence,  but  lived  in  a  very  low  state  of 
civilization.  The  development  of  the  arts,  the  rise  of  the  standard 
of  living  and  the  expansion  of  the  mental  horizon,  have  come  with 
the  division  of  labor,  but  the  division  of  labor  by  its  very  terms 
requires  that  men  shall  exchange  products  and  services  with  each 
other,  becoming  mutually  helpful  and  dependent. 

INDUSTRIAL  CO-OPERATION 

The  industrial  organization  is  fundamentally  cooperative.  That 
the  means  of  production  are  owned  by  individual  persons,  or  groups 
of  persons,  does  not  alter  the  fact  of  cooperation;  that  some  men 
are  employers  and  others  employed  does  not  alter  the  fact  of  co- 
operation; that  all  products  are  sold  on  the  market  for  money  in- 
stead of  being  directly  exchanged,  does  not  alter  the  fact  of  co- 
operation. These  are  methods  of  cooperation,  adapted  for  the  prac- 
tical advantages  which  they  seem  to  afford,  but  subject  to  change 
and  undergoing  more  or  less  modification  constantly.  Nor  does  the 
fact  that  the  distribution  of  benefits  is  unequal  alter  the  fact  of 
cooperation  or  prove  that  the  distribution  is  unfair.  The  essential 
thing  is  that  each  contributor  to  production  receives  his  pay  in  the 
products  or  services  of  others,  and  that  the  economic  law  is  con- 
stantly working  to  establish  an  equilibrium  between  all  the  factors 
in  industry.  The  system  is  founded  in  reciprocity,  but  like  every 
natural  system  it  works  with  a  degree  of  elasticity,  although  al- 
ways tending  to  maintain  the  exchanges  upon  a  fair  basis. 

This  principle  of  reciprocity,  or  balance  between  the  industries, 
is  the  equalizing  force  which  finally  determines  the  compensation 
of  workers  in  the  different  industries.  If  the  ''bargain  theory  of 
wages"  means  that  the  principal  factor  in  determining  real  wages 
is  the  mere  bargaining  ability  of  the  opposing  parties,  it  ignores 
the  fundamental  factor,  which  is  of  far  greater  importance.  It  is 
not  in  the  power  of  all  the  employers  and  all  the  wage  workers  in 
a  given  industry,  acting  together,  to  fix  wages  as  they  please.  They 
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may  fix  wage  rates,  but  they  cannot  fix  the  aggregate  of  wage- 
payments.  The  cost  of  goods  to  the  public  affects  the  consumption 
of  goods  and  the  number  of  people  who  can  have  employment  mak- 
ing them. 

LAW  OF  EQUILIBRIUM 

The  best  results  to  society  as  a  whole  are  obtained  when  the  in- 
dustries are  in  balance,  giving  the  largest  possible  production.  As 
a  rule,  the  real  cause  of  low  wages  in  certain  industries  is  that  too 
many  workers  are  trying  to  get  work  in  that  industry,  as  has  been 
the  case  in  coal  mining  most  of  the  time  in  the  past,  and  the  correct 
remedy  is  by  a  distribution  of  part  of  them  to  other  industries; 
not  by  raising  wages  high  enough  to  afford  them  all  full  compen- 
sation at  part  time  employment. 

This  is  the  Law  of  the  Equilibrium,  the  master  principle  which 
unifies  the  interests  of  society  and  controls  by  its  automatic  pro- 
cesses the  distribution  of  the  population  among  the  industries  and 
the  distribution  of  products  back  to  the  population  for  consump- 
tion. 

The  normal  balance,  or  equilibrium,  among  the  industries  is  a  con- 
dition necessary  to  the  highest  prosperity  of  every  branch  of  in- 
dustry. Without  it  there  cannot  be  a  free  and  complete  circulation 
of  products,  or  the  desired  consumption  of  products.  The  purchas- 
ing power  of  every  group  of  producers  is  in  the  commodities  of  its 
own  production,  and  if  they  are  not  forthcoming,  or  cannot  be 
marketed  upon  terms  which  sustain  their  purchasing  power,  the 
demand  for  all  other  products  is  affected.  We  see  this  truth  illus- 
trated now  in  the  situation  resulting  from  the  decline  in  the  prices 
of  farm  products.  If  the  workers  in  the  other  industries  might 
continue  to  work  full  time  and  at  the  wage  rates  they  have  been 
receiving,  they  would  enjoy  great  benefits  from  the  decline  in  farm 
products,  but  that  is  impossible  because  their  products  cannot  be 
sold  upon  such  terms.  The  loss  of  purchasing  power  by  the  farm 
population  has  affected  the  market  for  other  products. 

The  persistent  influence  of  the  economic  law  to  maintain  the 
equilibrium,  and  its  effect  upon  the  distribution  of  the  proceeds  of 
industry  does  not  receive  the  attention  it  deserves.  Ignorance  of  it 
is  responsible  for  most  of  the  attacks  on  the  existing  order. 
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ACTUAL  DISTRIBUTION 

The  great  fortunes  which  are  pointed  to  as  proof  of  the  unequal 
distribution  of  the  fruits  of  industry  can  be  shown  to  prove  the 
very  contrary.  All  such  fortunes  are  in  the  form  of  investments 
employed  in  making  goods  for  the  public,  and  the  goods  enter  into 
wide  distribution.  The  producing  properties  have  no  value  except 
for  making  these  goods,  and  the  real  distribution  occurs  in  the 
goods.  Proof  of  unequal  distribution  must  be  found  outside  of  the 
investments  which  produce  goods  for  the  public  market.  It  must  be 
found  in  what  the  owners  consume,  rather  than  in  what  they 
invest,  and  as  a  matter  of  fact  what  the  owners  of  large  fortunes 
consume  is  negligible  in  comparison  with  what  they  invest. 

The  proceeds  of  industry  ultimately  reach  the  public  in  the  form 
of  consumable  goods,  or  services  that  minister  to  the  common  wel- 
fare. Wages  are  only  a  medium  by  which  the  final  distribution  is 
effected.  Industry  may  be  for  a  time  diverted  from  the  production 
of  goods  or  services  for  direct  distribution  to  the  accumulation  of 
capital  in  the  form  of  more  productive  property,  but  that  can  only 
result  in  increasing  the  supply  of  goods  for  consumption.  The 
enlargement  of  the  capacity  of  the  industries  will  tend  to  increase 
the  demand  for  labor,  which  tends  to  increase  both  wage  rates  and 
wage  payments  while  at  the  same  time  the  increased  supply  of  goods 
for  the  market  tends  to  lower  prices.  These  influences  are  automatic, 
and  tend  to  maintain  an  equilibrium  between  capital  accumulations, 
wages  and  the  purchasing  power  of  the  public. 

ILLUSTRATION  FROM  PLANT  LIFE 

The  principle  of  the  equilibrium  is  illustrated  by  the  law  of  plant 
growth.  All  the  constituent  elements  necessary  must  be  present  in 
their  proper  proportions,  or  the  growth  of  a  plant  will  be  limited 
to  that  degree  which  will  just  absorb  the  element  most  deficient. 
The  surplus  of  other  elements,  no  matter  how  large,  cannot  be 
utilized.  It  is  dead  and  useless,  and  the  same  is  true  of  unbalanced 
wealth  in  industry.  Prosperity  depends  upon  the  maintenance  of 
the  equilibrium. 

The  great  system  of  modern  production  is  wonderfully  effective 
when  operating  in  balance  with  all  branches  of  industry  working 
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at  capacity  and  exchanging  products  with  each  other.  That  is  the 
ideal  state,  but  seldom  maintained  for  long. 

One  of  the  reasons  why  it  is  not  maintained  for  long  is  that  the 
yield  of  the  crops,  which  is  the  greatest  single  source  of  wealth, 
and  the  most  important  to  the  stability  of  trade  and  the  welfare 
of  the  population,  is  not  uniform,  but,  at  least  in  the  case  of  single 
countries,  subject  to  great  fluctuations.  The  influence  of  these  fluc- 
tuations upon  business  has  been  so  clearly  recognized  that  an 
eminent  economist,  William  Stanley  Jevons,  undertook  to  relate  the 
occurrence  of  commercial  crises  to  spots  on  the  sun,  on  the  theory 
that  the  sun  spots  were  an  influence  in  crop  failures.  If  Professor 
Jevons 's  reputation  as  an  economist  had  depended  upon  this  theory 
he  would  hardly  be  classed  today  among  the  eminent,  but  the 
dubious  part  of  his  theory  did  not  relate  to  the  relation  between 
the  crops  and  commercial  crises,  but  to  the  relation  between  crops 
and  sun  spots. 

The  influence  of  crop  failures  has  been  greatly  modified  by  the 
development  of  modern  systems  of  transportation.  The  fluctuations 
in  world  crops  are  much  less  relatively  than  in  the  crops  of  single 
countries,  and  the  surplus  of  one  country  supplies  the  wants  of 
another.  Furthermore,  any  local  disturbance  of  industrial  and 
financial  conditions  in  normal  times  is  minimized  by  international 
trade  relations  and  by  the  interlocking  investments  and  financial 
systems  of  the  world. 

CHIEF  FACTOR  OF  INSTABILITY 

The  chief  factor  of  instability  in  the  business  situation  is  the 
fact  that  the  entire  industrial  organization  is  a  voluntary  one.  We 
live  under  a  regime  of  personal  liberty.  It  is  up  to  the  individual 
to  find  the  place  in  the  social  organization  in  which  he  may  be 
useful.  He  chooses  his  occupation  and  determines  his  business 
policies,  the  governing  principle,  so  far  as  society  is  concerned, 
being  that  the  largest  results  for  the  individual  are  usually  in 
harmony  with  the  social  interests. 

The  individual  is  thrifty  or  extravagant  according  to  his  personal 
inclination;  he  may  save  from  his  income  against  a  rainy  day,  or 
spend  as  he  pleases.  In  business  he  may  be  cautious  or  venture- 


8 


THE    NATIONAL    CITY    BANK    OP    NEW  YORK 


some;  he  may  go  into  debt  as  far  as  he  can  get  anyone  to  trust 
him,  or  extend  credit  to  others  as  he  pleases.  In  ordinary  times  the 
mistakes  of  individuals  in  the  management  of  their  affairs,  although 
involving  losses  that  are  wasteful  and  a  detriment  to  the  common 
interest,  are  not  united  in  their  influence  and  do  not  disturb  the 
general  equilibrium.  There  are,  however,  mass  tendencies  and  move- 
ments of  great  consequence.  There  is  a  mass  psychology  so  subtle 
and  dominating  in  its  influence  that  the  individual  judgment  is 
unconsciously  swayed.  When  everybody  is  thinking  along  the  same 
lines  the  normal  checks  and  correctives  are  wanting.  We  need  some- 
thing outside  of  our  own  mental  atmosphere  by  which  to  keep  our 
bearings,  and  that  something  is  lacking  when  public  opinion  is  all 
running  one  way.  It  creates  a  current  of  influence  so  strong  that 
independent  opinion  is  submerged  and  inactive.  Under  such  condi- 
tions a  mass  movement  is  likely  to  swing  so  far  that  this  volun- 
tary, flexible,  highly-organized  business  organization  is  thrown  out 
of  balance.  A  period  of  expansion  is  likely  to  overleap  itself,  and 
when  reaction  comes  the  pendulum  swings  as  far  in  the  other 
direction.  Appearances  are  very  deceptive.  The  demand  for  goods 
is  highly  elastic,  as  every  line  of  business  has  had  occasion  to  ob- 
serve during  the  past  year.  While  certain  wants  of  the  population 
are  imperative  and  must  be  supplied  from  day  to  day,  others  may 
be  deferred.  Construction  work,  which  is  always  in  order  for  the 
purpose  of  improving  the  means  of  production  and  of  enlarging 
production,  is  a  large  factor  in  every  period  of  prosperity,  and 
may  be  to  a  great  extent  suspended  for  a  time. 

When  the  equilibrium  is  lost,  there  is  an  immediate  suspension 
of  enterprise  and  shrinkage  of  operations  in  an  instinctive  en- 
deavor to  find  the  position  where  the  industries  will  be  mutually 
supporting  again. 

STABILITY  NOT  GAINED  BY  ARBITRARY  METHODS 

The  losses  and  hardships  incidental  to  these  periods  of  readjust- 
ment are  serious,  and  of  course  it  is  very  desirable  that  a  greater 
degree  of  stability  shall  exist.  It  is  not  to  be  supposed,  however, 
that  we  will  seek  it  by  turning  the  clock  backward  toward  arbitrary 
control  of  industry  or  curtailment  of  industrial  liberty.  The  scheme 
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of  life  now  being  tried  in  Russia,  under  which  a  government  rules 
and  directs  everything,  assigns  each  person  to  his  work  and  appor- 
tions to  each  his  share  of  the  product,  is  not  likely  to  be  adopted 
elsewhere,  at  least  until  it  has  shown  better  results  in  Russia. 

It  always  has  been  a  fascinating  theory  that  industry  might  be 
maintained  in  perfect  balance,  and  operated  with  the  minimum 
of  friction  and  waste,  by  having  it  regimented  and  run  from  above^ 
but  that  theory  leaves  the  variable  human  element  out  of  account, 
even  from  the  standpoint  of  efficiency,  and  it  leaves  out  the  value 
of  liberty  as  a  factor  in  individual  development.  It  is  a  theory 
focussed  upon  day  to  day  results,  with  the  emphasis  laid  upon 
routine  performance.  Its  aims  are  concentrated  upon  using  and 
dividing  what  we  have  rather  than  upon  developing  the  latent 
resources.  The  lesson  of  civilization  has  been  that  individual  and 
social  progress  are  both  promoted  by  giving  free  play  to  individual 
ambition  and  initiative,  and  by  the  development  of  personal  re- 
sponsibility. They  come,  not  by  telling  people  what  to  do  and  driv- 
ing them  to  do  it,  but  by  affording  an  incentive  to  independent 
personal  effort. 

OBLIGATIONS  OF  PERSONAL  LIBERTY 

But  every  degree  of  freedom  to  the  individual  involves  the 
possibility  of  mistakes  on  his  part,  and  of  diversity  and  confusion 
in  industrial  affairs.  It  involves  risk  to  himself.  It  is  not  so  very  far 
back  in  history  since  the  common  man  was  granted  the  right  to 
move  about  as  he  pleased,  to  learn  a  trade  of  his  own  choice,  or 
even  to  wear  clothes  of  his  own  selection.  A  serf,  attached  to  the 
soil  or  bound  to  a  certain  service  had  certain  guarantees  that  are 
not  given  to  him  as  a  full,  free,  member  of  society.  There  may  be 
provisions  that  society  can  make  to  lessen  the  hardships  of  these 
periods  of  reaction.  That  is  a  matter  for  study  and  experiment, 
but  involves  no  change  in  the  general  organization  of  industry. 

The  fundamental  remedies  are  not  by  putting  society  into  strait- 
jackets,  not  by  an  increase  of  arbitrary  authority,  or  by  limiting 
the  responsibility  of  the  individual,  but  by  a  wide  diffusion  of 
knowledge  concerning  our  cooperative  system  of  industry  and  by 
striving  to  strengthen  and  stabilize  that  system.  People  cannot  be 
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expected  to  work  together  effectively  unless  they  have  a  common 
and  sympathetic  understanding  of  the  purposes  they  are  working  to 
accomplish  and  of  the  means  by  which  they  are  working. 

A  knowledge  of  the  fact  that  there  is  a  normal  state  of  equilib- 
rium throughout  industry,  which  affords  a  basis  of  just  and  har- 
monious cooperation  between  all  classes;  that  no  class  has  any- 
thing to  gain,  and  every  class  is  certain  to  lose,  by  a  disturbance  of 
the  equilibrium,  would  of  itself  be  a  great  stabilizing  influence.  It 
would  tend  to  narrow  the  scope  of  industrial  disputes,  eliminate 
the  ideas  of  class  conflict  and  international  rivalry,  and  develop  a 
spirit  of  loyalty  among  all  classes  to  the  unified  organization  which 
is  serving  the  whole  social  body.  The  more  completely  each  indi- 
vidual can  have  the  picture  of  this  great  organization  in  all  its 
ramifications  and  workings,  and  of  his  own  part  in  it,  the  more 
fully  will  he  appreciate  his  own  responsibilities  to  it  and  the  better 
will  his  work  be  done. 

VALUE  OF  STATISTICAL  INFORMATION 

The  most  effective  means  of  setting  forth  the  accomplishments 
of  this  industrial  organization  and  the  distribution  of  benefits,  is 
by  the  form  of  information  which  this  Association  was  organized 
to  develop  and  promote  toward  the  highest  attainable  degree  of 
scientific  efficiency — statistics.  No  other  form  of  information 
admits  of  such  concentration,  or  when  properly  prepared  is  at 
once  so  simple,  comprehensive,  unequivocal  and  conclusive.  A  single 
table  of  figures  may  not  prove  everything  that  it  is  offered  to  prove, 
but  it  is  definite  information  so  far  as  it  goes,  and  if  it  is  used 
improperly  the  remedy  is  in  more  information  of  the  same  definite 
kind. 

The  greater  part  of  the  discord  and  contention  which  exists 
throughout  society  today  is  due  to  misstatements  about  matters 
of  fact,  when  the  truth  ought  to  be  made  known  beyond  the  possi- 
bility of  controversy.  The  public  should  have  authoritative  informa- 
tion, supplied  without  prejudice  or  argument,  about  all  the  matters 
that  have  to  do  with  our  social  relations  and  that  throw  light  upon 
the  service  of  the  industrial  organization. 

The  division  of  the  national  income  is  one  of  the  most  important 
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subjects  of  interest.  We  ought  to  have  a  statement  of  the  national 
product,  in  goods  and  services,  for  a  given  year,  with  a  showing 
of  how  it  was  disposed  of, — who  absorbed  and  enjoyed  it — that 
would  take  the  place  of  anonymous  estimates  in  circulation.  Such 
statements  worked  out  anew  from  time  to  time  would  show  the 
trend  of  development.  Nothing  would  be  more  important,  as  a 
guide  to  intelligent  discussion  of  many  of  the  social  problems  which 
excite  intense  feelings,  than  reliable  information  upon  this  point. 
It  would  show  the  outside  possibilities  that  lie  in  division  of  present 
production,  and  indicate  the  extent  to  which  resort  must  be  had 
to  greater  production.  This  problem  underlies  the  principal  con- 
troversies of  the  day,  and  it  is  possible  to  obtain  the  facts  and  put 
them  in  form  readily  accessible  and  easily  comprehended. 

Such  subjects  of  controversy  as  the  relations  of  great  industrial 
corporations  to  the  public  welfare,  their  services  in  production  and 
the  distribution  of  accruing  benefits,  are  susceptible  of  handling 
in  like  manner.  An  analysis  of  the  difference  between  producers' 
prices  and  those  paid  by  consumers  will  direct  attention  and 
scrutiny  to  the  vulnerable  items. 

GUARDING  AGAINST  EXTREMES 

"When  the  fundamental  character  of  the  industrial  organization 
and  the  danger  of  mass  movements  is  fully  understood,  there  will 
be  clearer  appreciation  of  the  necessity  for  precautions  to  guard 
against  the  extreme  swings  of  popular  action.  The  importance  of 
accumulating  reserves  against  emergencies  has  been  better  under- 
stood among  business  men  in  recent  years  than  it  was  a  generation 
ago.  If  it  had  not  been  the  recent  fall  of  prices  would  have  been 
more  disastrous  in  its  effects.  These  periods  are  not  without  service 
in  emphasizing  the  virtues  of  conservatism  and  thrift.  Each  indi- 
vidual, be  he  proprietor  or  wage-earner,  who  fortifies  himself  to 
withstand  a  period  of  depression,  and  to  go  through  it  on  his  own 
resources,  has  done  his  part  to  check  the  course  and  limit  the 
effects  of  the  reaction. 

Finally,  comes  the  problem  of  strengthening  the  industrial  or- 
ganization; of  coordinating  its  activities  to  promote  both  economy 
and  stability;  of  safeguarding  its  operations  by  providing  definite 
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information  for  its  guidance,  thus  eliminating  to  a  greater  degree 
the  uncertainties  and  the  exaggerations  which  are  so  largely  re- 
sponsible for  the  extreme  movements.  The  more  accurately  the  busi- 
ness world  can  be  informed  about  production  in  all  branches,  and 
about  commodity  stocks,  current  distribution  and  consumption,  the 
less  likelihood  there  will  be  of  any  undue  development  that  will 
carry  it  out  of  balance. 

PLOTTING  THE  WANTS  OF  SOCIETY 

"Tms  field,  wherein  information  is  to  be  gathered,  organized,  in- 
terpreted and  put  into  shape  for  the  guidance  of  business,  is  the 
field  of  the  statistician.  It  is  a  field  for  more  than  routine  work; 
it  is  a  field  for  scientific  study.  The  work  is  that  of  mapping  the 
industrial  field,  of  plotting  the  wants  and  resources  of  society  and  of 
setting  those  wants  and  resources  over  against  each  other  in  a 
manner  so  informing  and  so  graphic  as  to  secure  the  best  practic- 
able adjustment  of  one  to  the  other. 

With  this  end  in  view  there  is  seen  immediately  the  importance 
of  current  statistics — statistics  promptly  available,  as  for  illustra- 
tion, the  current  ginnings  of  cotton  and  production  of  coal,  tonnage 
handled  by  the  railways,  bank  loans  and  clearings. 

Government  statistics  for  current  use,  as  a  guide  in  immediate 
business  operations,  have  been  only  recently  supplied,  and  are 
grudgingly  given  now.  The  available  coal  supply  has  been  one  of 
the  most  important  factors  in  the  business  situation  during  the 
past  year,  but  it  came  out  a  few  days  ago  in  the  coal  inquiry  at 
Washington  that  the  Government  appropriation  for  collecting  the 
reports  of  current  production  having  been  exhausted,  the  force  of 
clerks  employed  in  tabulating  the  returns  has  been  paid  by  con- 
tributions from  the  treasury  of  the  National  Coal  Operators'  Asso- 
ciation, that  organization  preferring  to  give  them  rather  than 
have  the  information  discontinued.  There  are  people  who  see  a 
sinister  motive  in  these  contributions,  but  the  information  was 
vouched  for  and  given  to  the  public  by  the  Government  authorities. 
It  would  be  better  to  have  the  entire  service  rendered  by  the  gov- 
ernment. 


13 


THE    EQUILIBRIUM    IN  INDUSTRY 


TRADE  STATISTICS 

The  collection  of  statistics  by  individual  firms  and  trade  asso- 
ciations is  comparatively  new,  but  rapidly  developing.  In  this  con- 
nection we  have  an  exhibition  of  the  prejudice  against  anything 
like  cooperation,  or  anything  that  suggests  a  mitigation  of  uncom- 
promising hostility,  between  competitors.  Central  Bureaus  of  in- 
formation for  trades  are  understood  to  be  under  surveillance.  It 
goes  without  saying  that  they  should  not  be  made  a  cover  for  ille- 
gal proceedings,  but  the  collection  and  distribution  of  reliable  in- 
formation, of  a  class  necessary  to  secure  an  approximate  adjust- 
ment of  supply  to  demand  is  in  the  interest  of  stability  and  good 
service.  With  the  development  of  industry  to  the  scale  upon  which 
it  is  now  conducted  such  information  is  necessary  to  intelligent  and 
economical  management.  The  idea  that  great  industries  like  those 
engaged  in  meat-packing  for  instance,  should  be  required  to  ignore 
each  other's  existence,  and  conduct  their  own  business  without  any 
information  as  to  what  each  other  is  doing,  is  unreasonable  and  not 
in  the  interest  of  efficient  public  service. 

The  fear  that  any  degree  of  cooperation  in  such  matters  will  put 
the  competitive  principle  in  peril  puts  an  exaggerated  estimate 
upon  their  importance.  The  competitive  impulse  is  more  deeply 
seated,  and  a  showing  of  unusual  profits  may  be  trusted  to  keep  it 
alive.  Here,  as  elsewhere,  the  remedy  is  not  in  suppressing  infor- 
mation, but  in  full  publicity  for  all  information  bearing  on  the 
-subject. 

COMMON  FUND  OF  INFORMATION  WILL  NOT  END  RIVALRY 

There  is  not  the  slightest  likelihood  that  all  the  statistics  that  can 
be  gathered  will  put  an  end  to  differences  of  opinion,  but  an  in- 
crease of  trustworthy  information  will  raise  the  level  of  discussion, 
and  tend  to  make  it  more  constructive  and  enlightening.  And  so 
the  possession  of  common  information  about  production  is  not  go- 
ing to  eliminate  the  ambition  of  men  to  attain  positions  of  leader- 
ship. That  is  unquenchable,  for,  even  if  selfish  motives  are 
eliminated,  the  altruistic  motive  will  take  their  place.  The  aim  of 
society  should  be  to  bring  the  contests  and  the  striving  into  the 
open,  where  it  will  excite  either  the  cupidity  or  the  emulation  of 
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others,  but  with  faith  always  that  the  higher  motive  is  to  supersede 
the  lower. 

The  American  Statistical  Association,  founded  more  than  eighty 
years  ago  is  the  oldest  economic  society  in  this  country.  There  was 
a  propriety  in  its  being  the  pioneer,  for  all  economic  science  must 
be  based  upon  a  knowledge  of  facts,  and  statistical  facts  are  the 
most  available  and  serviceable  for  that  purpose  that  can  be  pro- 
cured. If  the  Association  in  the  last  year  had  not  done  everything 
that  was  possible  to  forward  the  aims  to  which  it  is  devoted,  it  is  at 
least  gratifying  to  know  that  its  membership  has  increased  and 
that  there  is  every  reason  to  believe  that  a  keen  interest  in  the 
organization  is  maintained.  In  retiring  from  the  Presidency,  I  beg 
to  be  permitted  to  say  that  I  shall  always  have  a  high  sense  of 
appreciation  for  the  honor  received  at  your  hands. 


